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CENSUS OF MERCHANDISING AND SERVICE ESTABLISHMENTS . 


THE MARKETING STRUCTURE OF THE WHOLESALE HARDWARE TRADE IN CANADA 


INTRODUCTION 


Although changes have been taking place in the whole field of merchan- 
dising, the criticism is frequently made that methods of distribution have not kept 
pace with imoroving methods of production. A number of factors are said to con-~ 
tribute to the high level of marketing costs. In the first place, industry is 
organized mainly from the point of view of production rather than distribution 
costs. Again, consumers demand much more in the way of services than formerly, 
such as a wide range of goods from which to choose, commodious and attractive 
shops, delivery, expensive packaging, credit, time-»ayment terms and numerous 
other advantages. Consequently, improved production methods have not been always 
reflected in lower costs of distribution. At times it has been claimed that the 
links in the present distributive chain might well be dropped. In an effort to 
"short-cut" the distributive system by eliminating the middle man or wholesaler, 
manufacturers in certain lines have established direct contact with retailers or 
even consumers while at the same time chain store systems have tended to establish 
direct contact with manufacturers and producers. Because of these developments, 
wholesalers and the services they perform are of particular and timely interest. 


The Gensus of Merchandising and Service Establishments, 1941, for the 
first time collected comprehensive statistics concerning the volume of Canada's 
wholesale and retail trade by commodities and outlets. Annual surveys since that 
date, while less comprehensive in scope than the complete census, serve to show 
the trend in sales during recent years. A partial survey of trading establishments 
was also taken for 1923. The present bulletin brings together all information 
available dealing with the wholesale hardware trade as derived from the results of 
the census and annual surveys. Summary figures on hardware retailing are also in- 
cluded. 


I--—The Nature of Wholesaling 


The place of the wholesaler in the modern marketing structure has been 
vague, if not actually misunderstood. Popular attention has been fixed on the 
more spectacular operations of production and on the closer and seemingly more 
vital problems of the retailer. The wholesaler, himself, has done little to 
stimulate interest in his activities or to further any understanding of the com- 
plexities of his business. A proper understanding of his services, therefore, 
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must be founded upon a clear concertion of the nature of wholesaling. 

Wholesaling, as distinguished from retailing, has been defined broadly as 
being any transaction in which the purchaser is actuated solely by motives of profi 
rather than a desire to satisfy his personal wants. Wholesale transactions are not 
necessarily restricted to wholesalers selling only to retailers, or wholesale mer-— 
chants buying for their ovn account, but embrace all places of business operating in 
a wholesale manner. This involves the idea of selling in large quantities and the 
idea that the goods sold are for resale rather than use (although in the hardware | 
field particularly wholesalers often seil direct to industry for use.) At the same 
time the census vier of wholesaling for practical ourposes does not include such 
operations as sales by farmers or mine overators or sales by manufacturers through 
branches maintained for that purpose. 


Se ee 


Historical Background-—- It has been said that the function of ~holesaling 
is as old as commerce itself, having develoved from the caravans and merket places of 
the ancient world. While the term "wholesaling" is not used, there are numerous 
references to trading in the accounts of Egypt, Babylonia, China, India and Phoenicia 
It was in the era of Greek suoremacy and later the Roman that the first differentiati 
of wholesaling from retailing appeared, the wholesaler as a man of larger affairs be- 
ing more esteemed than the retail dealer or “huckster." During the early Middle Ages 
wholesaling in Europe was international in character, the business being largely con- 
cerned with imoorting and exporting. Such internal trade as was done by wholesale 
was usually carried on by itinerant merchants or at annual fairs. The growth of Guil 
or trading alliances such as the Hanseatic League was followed in the 17th and 18th 
centuries by the establishment of such wholesaling institutions as exchanges, auctior| 
markets and market halls. The merchant became a cavitdlist of no little imvortance 
in the economic life of the nation, often organizing and financing oroduction as well 
as assuming control of distribution. With the development of improved methods of 
transportation by canal, railroad and steamship, the discovery of new methods of com- 
munication such as the telenhone and telegraph, and the general forward industrial 
movement of the 19th century, wholesaling institutions grew in number and diversity 
until by the end of the century the pattern as we know it today was fairly well es- 
tablished, 


The Modern Hardware Wholesaler-. The Hardwere wholesaler has become an im-— 
portant link in the chain of hardware distribution in Canada. In the complete census 
for 1930, there was a wholesaler for apnroximately every tvelve retail hardware store 
although it must be remembered that hardware articles aré sold in many other stores 
in addition to hardware stores. In view of their importance then, it is of interest | 
inquire into the nature and necessity of the services of hardware wholesalers. 


The Hardware wholesaler is an assembler and distributor, From hundreds of | 
foreign and domestic manufacturers, agents, imvorters and other wholesalers, he | 
gathers thousands of articles wnich he buys in bulk for distribution in small lots 
among retailers, He, therefore, adds a time-and place value to his wares. This 
function alone recuires a high degree of knowledge and skill. His buyers study the | 
requirements and capacity of their local market ard from the offerings of the world! s 
industry select thelr stock. In this respect. the wholesaler may be regarded as | 
acting in a dual capacity. He is the purchasing agent of a number of retailers on 
the one hand while he is the sales agent: of a number of manufacturers on the other. 
His dominance of the field would indicate that these functions are being economi~ 
cally and adequately fulfilled, In any event, the fact remains that it is a highly 
snecialized work ‘hich, in the majority of cases, neither the manufacturer nor the 
retailer, in hardware lines at least, can do for themselves. If the hardware re~ 
tailer tried to buy the 4,000 to 5,000 articles he handles direct from the factory, 
whether by catalogue, agent or personal visit, he would have little time for the 
conduct of his retail business. In the same way, it would be impractical for the * 
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Baverage manufacturer to maintain salesmen on the road selling a limited line of vro-. 
gducts in small quantities to widely scattered retailers. Even in the matter of de- 
fliveries, it would be uneconomical for the factory to make frequent shioments of small 
flots. By buying in large quantities the wholesaler makes an appreciable saving. He 
‘receives lower prices because the quantity is large and because he is known to the 

J menufecturer as a good credit risk. By shinping in carlots he economizes on trans- 
Bportation costs. It is not’ unreasonable to assume that a part of this saving is 


| ; : 
eles along to the retailer and ultimate consumer. 


: The Hardware wholesaler assists the retailer in meny ways. He extends 
Jcredit, sometimes giving assistance in time of financial distress. He advises the 
iretailer in details of business such as merchandising practices, stock lines, selling 
fideas, stock arrangement, window displays, accounting methods and other phases of 
retail trade. With his storage facilities and proximity, he enables the retailer to 
maintain stock by placing small orders freguently, thereby tying up little capital 
land saving interest on capital, premiums on insurance and storage space. The re- 
jlationshio between the two is close and conducive to mutual confidence and respect. 
|No manufacturer could possibly extend the same credit, give the same service or take 
the same interest in several hundred smal! accounts scattered across the Dominion 

|} which the wholesaler can take in his compact little clientele, 


The retailer is not the only one to benefit from the oresence of the whole- 
saler. In him, the manufacturer finds a ready distributor with a highly organized 
sales force familiar with the seculiarities of his particular territory and its re- 
quirements as regards auantities, qualities, sizes, styles, packages, brands, etc. 
Neither the manufacturer nor the retailer has such knowledge of the territory. The 
manufacturer is too far removed from the consumer, his interests absorbed by pro~ 
duction problems, while the retailer is too close, his viewpoint coloured by local 
and perhays unimportant conditions. The wholesaler, on the contrary, is sufficiently 
7 removed from the consumer to interoret the reports of his salesmen without bias while 
}at the same time no problems of manufacture becloud his vision. By carrying meny 
items, the wholesaler is able to maintain a large sales force, spreading the cost 
)} among several manufacturers, The wholes aler is of further assistance in supplying 
the storage space which is so necessary to the manufacturer if he is to maintain a 
steady and constant production instead of closing down in slack times and working 
overtime when business is gcod. To some extent he organizes his rate of vroduction 
7 on the wholesaler's information as to orobable demand, Even from the standnoint of 
keeping accounts, it is an advantage to the manufacturer to deal with wholesalers 
who are limited in number and well known to him rather than with a widely scattered 
group of unknown retailers, 


In so far as wholesaling is concerned, competitive conditions will con- 
tinue to eliminate waste effort and useless steps in the process of distribution, 
|The manufacturer uses the hardware wholes aler because he usually finds in him the 
/most convenient, economical and effective outlet, The retailer buys from the 
wholesaler because he usually finds in him the most convenient, economical and re-: 
liable source of supply. The wholesaler will continue to function only so long 
and to the extent that this continues to be the case. ' The extent to which the 
hardware wholesaler appears in the Canadian picture is shown in the following 
statistics. 


If s---Wholesale: Distribution. 


Summary. According to the census taken in 1931 and covering the year 1930, 
there were 13,140 wholesale trading establishments in Canada reporting sales totall- 
ing $3,325,210,300,. Among these were 240 firms dealing orincioally in hardware pro- 
ducts (builders’ hardware, shelf or light hardware, tools and outlery and heavy 
hardware) and consequently’ classified for census purposes as "hardware wholesalers." 


These reported sales amounting to 978,600,400. Firms dealing primarily in plumbing 
and heating equipment are included in a separate category and not in the hardware trad¢ 
The total sales of hardware wholesalers are not the same as the total sales of hard- 
ware. goods. Hardware, to some extent,. is also sold by dealers specializing invotmer 
than hardware commodities and therefore included under other trade groups. In the 
same way the 240 establishments resorting in the hardware group were not confined ex- 

clusively to the sale of hardware products. While hardwai‘e formed the bulk of their 
business, nevertheless a certain proportion of their business was in other commodi- 
ties. An analysis of their sales by commodities shows that these firms, although 
classified as “hardware wholesalers," also sold substantial quantities of automotive 
equixvment, olumbing and heating suoplies, iron and steel products, radios, paint and 
varnishes, sporting goods, machinery and building materials. 


Geograohical. Distribution-—- A classification of the 240 wholesale hardware 
firms on the basis of geographical location shows that Ontario had the largest number 
of establishments while Quebec had the largest percentage of sales. In Ontario there 
were 71 establishments or 29.6 per cent of the total and their sales amounted to 23.1 


per cent of the sales of all hardware wholesalers. In aac 59 establishments, or 


24.6 per cent of the total number had 25.4 per cent of Ca ee total sales. British 
Columbia follovwed.wilh 270 establishments or 12.5 per a of the total, and 14.9 per 
cent of the sales. There were °7 wholesale hardware houses in the Maritimes and 53 


in the Prairie Provinces. Those in lhe Maritimes made 11.2 per cent of Canada's total | 
sales, while those located in the Prairie Provinces obtained 25.4 per cent. 


[t might be expected that distribution of sales would coincide in a general 
wey with the distribution of population. From Table 1 it will be seen that this is 
not the case. To begin with, the classification of geographical distribution of sales | 
is made on the basis of hase of establishments and not on the basis of the des-— 
tination of the goods sold. The province in which a firm is located is, therefore, 
credited with the sales of that firm although these may have been distributed over a 
on ee other provinces. Consequently, although British Golumbie had only 6.7 per 
cent of Canada's population, the sales of wholesale hardware houses located in that 
satin amounted to 14.9 per cent of Ganada's total wholesale hardware sales. The 
percentage of sales for the Maritime provinces and Manitoba also exceeded their per-— 
centages of the Dominion population. On the other hand, Ontario with 33.1 per cent 
of Canada's population recorded only 23.1 per cent of the total sales of hardware 
wholesalers. 


Types of Establishment--The wholesale hardware establishments registered 
in the course of the 1930 census have been classified by "Type of Establishment" 
according to the nature of their services. 


The field has been divided into two broad divisions. The first, called 
"Wholesalers Proper" embraces all those hardware establishments carrying on a regular 
wholesale business. Of the 240 establishments, there were 152 falling within the 
limits of this classification. The sales of this group amounted to $65,942,600, or 
84.9 per cent of the total. Wholesalers Proper have been subdivided into two types; 
viz., "Wholesale Merchants" with 132 establishments and 79.5 Pee cent of total sales, 
and "Other Wholesalers Proper" with 21 establishments and 4.4 per cent of total 
sales, The wholesale merchants, as a rule, perform the eonplete function of whole— 
salers such as buying in bulk and selling in broken lots, extending credit, provid- 
ing warehousing and delivery facilities, soliciting orders through salesmen, furn- 
ishing market information and assisting retailers with advertising and financial 
advice. 


The second main division of the hardware wholesaling field is known as 
"Other Wholesalers." In this class fall those wholesalers who act as middlemen 
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fo t who do not undertake the complete functions of the wholesaler proper, such as 
warehousing, maintaining a large distributive staff and financing the retail trade. 
This has been subdivided into several types; such as, district and general sales 
bffices, manufacturers’ sales branches, brokers, commission merchants, import agents, 
manufacturers! agents, selling agents, and "all other." In this category there were 
37 establishments recording 16.1 per cent of the total sales. The various types of 
brokers and agents accounted for 54 establishments and 7.9 per cent of the sales, 
while manufacturers! sales branches ranked next in importance with 31 establishments 
and 6.5 per cent of the total sales. Table 2 shows the number of establishments with 
sales volume for each of these types of hardware wholesalers. 


Multiple Types of Wholesaling-—-Although for census purposes it was necessary 
to assign each return to one type of operation, it must not be assumed that all whole-— 
jsalers restricted their activities to one mode of operation. Of the 240 hardware 
wholesaling establishments in Canada in 1930, there were 31 with $7,325,700 sales 

which reported that they acted in the capacity of more than one type. Doubtless, there 
were others operating in a dual or multiple capacity which did not so report themselves, 
Jiost important among multiple wholesalers were the wholesale merchants (including 
jobbers and semi-jobbers) who also acted as importers and manufacturers! agents, and 
recorded sales of $5,149,000, Manufacturers! agents acting as importers is another com— 
bination frequently Ae 


a Size of Business~—A striking feature which the wholesale hardware Gide 
shares with wholesale trade in general is the large number of establishments with 
imited sales volume. Out of the 240 establishments in the trade, as shown in Table 3, 
Ithere were 35, or 14.6 per cent, whose annual sales for 1930 were less than $25,000. 
Another 20 establishments, or 12,5 per cent of the total, had sales ranging from 
$25,000 to $50,000. Altogether, there were 109 satalivdimentas or 45.4 per cent of 
fo total, with sales less than $100,000. In fact, 46.5 per cent of the sales volume 
bf the trade was in the hands of 22 establishments, whose individual sales exceeded 
61,000,000. This may furnish a distorted picture of the situation unless it is re- 
membered that the census was based on establishments and not on companies. A separate 
report was required for each sales establishment, large firms operating branches in 
different parts of the country being required to furnish a separate report for each. 

[t should also be noted at this point that all firms reporting were classified either 
fas wholesale or retail. Some firms stated that they engaged in both wholesale and re-— 
jtail activity. In such cases, they were classified according to the basis on which 
the bulk of their sales was made. While this method of classification resulted in the 
finclusion among wholesale firms of a number with a certain volume of retail business, 
it also allotted to the retail division a number of firms doing a certain amount of 
wholesaling. 


Number of Marketing Units--The same forces, which have given rise to the 
chain store type of operation in the retail field, have also made their influence 
felt in the wholesale field, Large firms, in ee to widen their market or culti- 
lvate existing markets more extensively have established in many cases branch—houses, 
jeach operating more or less independently in its own district but controlled and 
supplied by the parent company. At the same time, as a measure of defence against 
the rapid strides of the retail chains there has been a tendency for a number of in- 
dependent wholesalers to amalgamate with a view to improving their competitive posi- 
tion. Many manufacturers also have yielded to these influences and in an endeavour 
{to get close to their consuming markets have opened sales branches in various sections 
pf the territory they want to cover. 


Despite this tendency toward chain operation, out of the 240 establishments 
reporting in 1930, there were 168 or 70.0 per cent operating as single units. This 
group accounted for 52.5 per cent of the total business. There were 26 establishments 
foelonging to two-unit firms, 55 belonging to companies with from 3 to 5 units and 
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1l belonging to companies with from 6 to 25 units. Table 4 shows this classificatio)| 
for both Wholesalers Proper and Other Wholesalers. 


Extent of Sales Territory--The extent of the territory which wholesale 
houses serve is bound to vary according to many factors such as the product they | 
handle, their financial resources, their organization and connection with the trade. | 
Some are equipped to cater to the requirements of the whole Dominion, while the | 
activities of others are confined to the city in which they are located. The census | 
schedule for 1930 requested each wholesale establishment to state in a general way 
the extent of its sales territory. Not all of the 240 firms reporting gave this | 
information, but the answers of 202 establishments have been tabulated and are shown | 
in Table 5. Their answers have been grouped as follows: (1) City, (2) Within a 
radius of 25 miles, (3) Within 75 mile radius, (4) Part of a province, (5) Entire 
province, (6) Two provinces, (7) Region (i.e., Prairie Provinces or Maritime Pro- 
vinces), (8) Dominion, (9) Canada and foreign. 


Only 12, or 5.9 per cent, of the 202 firms reporting indicated that their 
activities were confined to a single town or city. Another 8, or 4.0 per cent of 
the total, reported that they covered a 25 mile radius while 22, or 10.9 per cent, 
operated within a 75 mile radius. It was to be expected perhaps that wholesalers 
of hardware, because of the very nature of their product, would be enabled to cover | 
a wider area than many other lines of business. It is not surprising to find, there-| 
fore, that 45 establishments, or 22.5 per cent of the total reporting, extended theii| 
activities over a whole region, while 43 firms, or 21.3 per cent, covered a whole 
province. These tivo groups alone effected 43.6 per cent of the total sales. 


In common with the practice throughout this report, the analysis of firms 
according to sales territory is based on establishments and not on companies. Thus 
sales of companies with branches in several provinces would not apvear as inter- 
provincial trade except to the extent that individual sales territories overlapped 
more than one province. 


Operating Expenses-~ In the Census of Merchandising covering the year 1930,) 
each firm was asked to report its operating expenses under the headings: salaries | 
and wages, commissions to salesmen, travelling expenses, interest on borrowed money, | 
rent and "all other expenses." | 


The analysis of the information received regarding operating expenses is 
showm in Table 6. As the information given by some firms was not considered suffi- 
cently clear, the reports of only 218 were used. Operating expenses in the Maritime | 
Provinces amounted to 15.4 per cent of sales; Quebec, 15.5 per cent; Ontario, 19.4 | 
per cent; Prairie Provinces, 18.7 per cent; and British Columbia, 18.5 per cent. 
It is difficult to account for the low expense ratios in the Maritimes and Quebec. 
They may be due, in part, to a difference in the type of commodity handled by hard— 
ware wholesalers, Undoubtedly, the compactness of the territory itself is an im- 
portant factor and considerable saving must be effected in salesmen's salaries and 
travelling expenses. 


Table 6 also shows the operating expenses of "wholesalers proper" as | 
distinguished from "other wholesalers," Wholesalers Proper maintain fairly extensive 
establishments and render trade services both to the customers they serve as well as 
to the manufacturers they represent. Their expense ratio naturally is increased by 
these factors. On the other hand, the group of "Other Wholesalers" contains firms | 
operating as brokers, commission agents, selling agents and organizations, the nature 
of whose services do not require warehouses or facilities for actually handling the 
commodities they sell. 


| 
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| An analysis of operating exoenses by size of business for 84 wholesalers 
proper carrying a general line of hardware is shown below. As may be exvected, the 
ratio of operating expenses to sales decreases as the size of business increases up 
to a certain point beyond which there is but. little change. 
Wholesalers Proper--General Line Hardware-—Analysis of 
Operating Expense by Size of Business, 1930, 
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500,000°= 1,000,000 ..<3 8 5,541,600 1,040,100 18.8 
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The aif ficulty in comparing the operating expenses of 1930 with those of 
L923 lies in the fact that only a partial census was taken in 1923. It is possible, 
1owever, to compare the figures for a limited number of establishments. 


It will be seen from the following table that operating expenses for the 
Jominion averaged 16.6 per cent of sales in 1980 compared with 14.1 per cent of 
sales in the earlier year. Ratios for the several economic divisions for 1930 
‘with 1923 figures in brackets) were as follows: Maritime Provinces, 14.0 (18.6); 
quebec, 15.1 (11.3); Ontario, 19.6 (14.5}; Prairie Provinces and British Columbia, 
13.8 (14.6), It will be noticed that the proportion which expenses formed of sales 
remained relatively constant for the two periods in the Prairie Provinces and British 
solumbia, while a considerable decrease in the Maritime Provinces and increases in 
Intario and Quebec were recorded. 


Wholesalers Proper--General Line Hardware—-Comoarison of 
Operating Expenses for Firms Reporting in 1923 
and 1930, by Economic Divisions. 


Tconomic Division 


CANADA ea0e00000 


faritime Provinces ... 365,600 
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Commodity Sales—~Ali the larger wholesale firms were asked to break down 
their total sales by commodity classes. The breakdown of sales for those firms re- 
porting commodity data has been used to estimate amounts for those unable to supply 
this information. In this way estimates of total sales by commodity groups have 
been built up. Total sales of hardware products by all wholesale trades are esti- 
mated at $46,942,000 for 1930. The amounts and proportions attributable to the 
several trades in which hardware is of some importance are shown below: 


Wholesale Sales of Hardware, by Kinds of Business, | 
Ganada, 1930. 
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__ Hardware Sales 


Kinds of Business | % of 
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Plumbing and heating equipment .oeccoccceeccce 679,000 1,4 
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Current Trends in Sales-~ The 1930 figures used in this report were taken 
from the results of the complete Census of Merchandising and Service Establishments 
of 1931. In that census, returns were received from all hardware wholesalers regard-| 
ing business transacted in 1930. Since 1931 a census or survey has been taken | 
annually. This is more limited in its scope, returns being secured only from whole-— | 
salers proper whose sales in 1930 were $100,000 or more, together with some large 
firms which have commenced operations since that year. The reports received for 
this annual survey are used in determining the trend in the wholesale hardware 
bus iness from year to year. The trend value is then applied to the total sales 
for all wholesalers proper for the base year 1930 in order to determine the probable 
value of the total business for later periods. It should, therefore, be clearly 
understood that the figures shown for years subsequent to 1930 are estimates of the 
total sales of all wholesalers proper in the hardware trade, including both contri- 
buting and non—contributing firms. The method makes no allowance for contraction 
or expansion in the total number of firms operating in the wholesale hardware field. | 
Thus, while the figures shown are believed to approximate actual conditions, it must | 
be remembered that the disappearance of old firms and the rise of new ones are not 
fully reflected in the indexes. 


Current trends in sales obtained in the manner described is shown in Table 
7. It is interesting to note from this table that in the economic areas in which 
sales fell the lowest in 1933; viz., British Columbia and the Prairie Provinces, 
recovery, particularly in 1936, has been the most marked. 


The total sales for wholesalers proper in the hardware field amounted to 
$65,943,000 in 1930. Estimated total sales, computed from indexes derived from the 
‘returns of the reporting companies, fell rapidly to $38,025,000 in 1933, giving an 
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index for that year of 57.7 (1930=100), The 1936 sales for Canada were estimated 
Similarly at $56,075,000, or 85.0 per cent of 1930. Recovery in all the economic 
areas followed the low sales registered in 1932 and 1933. 


Trends in Value of Sales and Prices Compared--In the period 1930 to 1936, 
the dollar value of wholesale sales was affected not only by changes in the volume 
of goods distributed but also by changes in their price. Comparable price indexes 
are not available to measure the influence of these two factors, but the general 


trends_in hardware wholesale prices and dollar volume of _sales are indicative of 
the relative movements in the volume of goods handled. Total sales of wholesalers 


proper together with indexes of sales and prices for the period 1930 — 1936 are 
shown below: | 


Comparison of Trend in Sales for Wholesalers Proper in the 


Hardware Trade and Indexes of Wholesale Hardware 
Prices, 1930-1936. 
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Gross Margin--Data relating to gross margins were secured in connection 
vith the annual surveys of the wholesale hardware trade in 1934, 1935 and 1936. 
ross margin is ta ken to mean the difference between net sales and cost of goods 
sold, and represents the amount available to cover all operating expenses and to 
yrovide a profit on the year's operations. Gross margin is less than operating 
zosts in the case of firms operating at a loss. 


Gross margin for wholesale hardware firms in Canada averaged 20.3 per 
sent of net sales in 1934, 20.5 per cent in 1935 and 20.2 per cent in 1936. There 
vas less than 2 per cent variation in gross margin for firms operating in the 
various economic sections of Canada. The reports of 81 firms were used in 1934, 
32 firms in 1945 and 83 firms in 1936. Table 8 shows the comparison of gross 
nargin percentages by economic divisions. 


In the partial survey made in 1923, information was secured covering 
zross margins for 41 firms roughly identical with that secured from 45 firms in 
1935. From these figures a comparison may be made of the gross margins of the 
wholesale hardware trade for the years 1923 and 1935. 


From the following table it will be seen that gross margin percentages 
for the Dominion averaged 21.3 per cent of net sales in 1935 compared with 18.8 
per cent in 1923. Ratios for the several economic divisions for 1935 (with 1923 
figures in brackets) are as follows: Maritime Provinces, 17.3.(19.7, Quebec, 
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22.4 (17.9), Ontario, 20.4 (18.1, Prairie Provinces and British Columbia, 22.6 
(21.6), It will be noted that the gross margin percentage of net sales remained re 


latively constant for the two periods in the Prairie Provinces and British Columbia, 
while a considerable decrease in the Maritime Provinces and increases in Ontario and 


Quebec were recorded. 


Wholesale Hardware Trade--.Comparison of Gross Margin 
Percentages of Net Sales, | 
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III---Retail Distribution 


Summary~-It has been explained that the sales of wholesale hardware es- 
tablishments do not, necessarily represent total wholesale sales of hardware. The 
same may be said for the sales of retsil hardware stores. Hardware is retailed 
through a number of outlets not classified as hardware stores, 
hand, a variety of commodities other than hardware are included in the sales of 
hardware retailers. 
bution resembles wholesale in that sales of hardware stores are not synonomous with 
sales of hardware. 


Results of the complete Census of Merchandising for 1930 show that there 
were 3,001 retail hardware stores in Canada reporting sales of $70,891,700. These 
were divided into 2,780 establishments classified as "Hardware" and 221 classified © 
as "Hardware and Farm Implements," with sales of $66,174,200 and $4,717,500 re— 
spectively. There were 2,446 proprietors not on the payroll and 1,116 proprietors 
receiving salaries. 
000. There were 4,680 male and 597 female full-time 
was paid in salaries and wages. Part—time employees 
male received $147,200 in salaries and wages. Table 
separately for hardware stores and hardware and farm 


employees to whom $5,766,900. 


9 gives this information 
implement stores. ..... 


Distribution of Stores and Sales.-~Of the total of 3,001 retail hardware “ 
establishments in Canada, 1,135 were located in Ontario, 500 in Quebec, 134 in the . 
Maritime Provinces, 1,044 in the Prairie Provinces, and 184 in British Columbia. 


It, must be understood, therefore, that hardware retail distri- | 


Salaries for the latter were reported as amounting to $1,991,- | 


numbering 474 male and 38 fe- — 
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while, on the other | 


i 


bay iy ee 


Table 10 shows the provincial distribution of hardware stores as distinguished from 
hardware and farm implement stores, together with their sales. Hardware and farm 
implement stores were located principally in the Prairie Provinces, Alberta and 
Saskatchewan alone recorded 68.4 per cent of the total sales of this group. 


Distribution by Size of Locality-~There were 742 retail hardware stores in 
1940 located in cities having a population of 40,000 or over, 208 stores in places of 
from 10,000 to 30,000, 713 stores in places of from 1,000 to 10,000 and 1,238 stores 
located in places of less than 1,000 population. Provincial sales and the Dominion 
totals on this basis of distribution of population are shown in Table II. From this 
table it will be seen that the 742 stores in cities of 30,000 or over recorded sales 
of bel, 188,600 or $28 , 550 per store. The 208 stores in places of from 10,000 to 
20, 000 eee sales of $9, 829,900 or $47,259 per store. The 713 stores in places 
of from 1,000 to 10,600 2 ree sales of $00, 605,300 or $28,899 per store, while the 
1,338 ete enced in places of less than 1,000 population recorded sales of #19,- 
267, 900 or $14,400 per store. The average Dele per store for Canada amounted to 
803, 6226 


Distribution. According to Size of Business.-The distribution of retail 
hardware stores by size of business is shown in Table 12. According to this classi-- 
fication, 21.24 per cent of the stores in Canada recorded individual sales of from 
$10,000 to $19,999 in 1930, the group accounting for 19.0 per cent of the total 
sales. Individual sales of from $20,000 to $29,999 were made by 16.17 per cent of 
the total number of stores, accounting for 16.39 per cent of total sales. Over 90 
per cent of all stores recorded individual sales of less than $50,000. 


Distribution According to Proportion of Cash and Credit Sales-.-There were 
2,032 stores with $49,355,000 sales which could be classified according to their pro- 
Berrios of cash and ema business. Of these, 203 were operating on a strictly cash 
basis. This number, representing approximately 10 per cent of the stores. reporting 
this information, obtained only 5.3 per cent of the total sales. There were 202 
stores which reported that from 1 to 10 per cent of their business was credit. These 
stores, representing approximately 10 per cent of the group, obtained 5.11 per cent 
of the total sales. Table 13 shows that the proportion of credit extended was greater 
for large than for small stores. 


: Operating Expenses, by Kinds of Business... In the census for 1930, each 
store was asked to report certain information regarding operating expenses, In Table 
14 this information is compiled separately for Hardware and Hardware and Farm Imple-— 
ment stores. Of the 2,328 stores reporting, representing sales of $61,379,900, 


there were 2,154 in the former group and 1/75 in the latter. 


The salaries and wages paid to employees of both kinds of stores amounted 
to $5, 209,300 or 8.48 per cent of the total sales. From Table 14 it will be seen 
that cede and wages paid to employees in hardware atores amounted to 8.71 per 
cent of sales, whereas salaries and wages paid to employees in hardware and farm 
implement stores amounted to 5.30 per cent of sales. 


Due to the fact that many proprietors do not appear on the payroll, but 
take their remuneration from the profits of the business, it was necessary to es~ 
timate the value of proprietors’ services. To this end, the remuneration of those who 
did not appear on the payroll was estimated at the same rate as the average salary 
per full-time employee in the same kind of business and in the same province, The 
estimated value of all proprietors’ services arrived at in this way amounted to 
$3,695,900 or 6.02 per cent of total sales. The remuneration of proprietors in the 
hardware stores was 5.99 per cent as compared with 6.4] per cent in hardware and 
farm implements. It will be noted that the total wage cost of hardware stores 
amounted to 14.70 per cent of sales as compared with 11.71 per cent in hardware and 


farm implements. 


All other operating expenses of hardware stores, including rent, amounted 
to 9,39 per cent of sales as compared with 7.40 per cent of hardware and farm im- 
plements, the total operating expenses of the former amounting to 24.09 per cent as 
compared with 19.11 per cent in the case of the latter. 


| Of the 2,328 stores reporting, 1,382 occupied leased premises. Of this | 
minber 1,330 were classified as hardware stores while 52 were classified as hardware | 
and farm implements. The former paid rentals amounting to $1,234,500 or 3.71 per | 
cent of sales as compared with $32,600 or 2.72 per cent of sales paid by the latter. | 

Operating Expenses by Size of Business---It is to be expected that the 

size of a business will to some extent be reflected in its cost of operation. In 
Table 15, therefore, the 2,328 stores reporting expense data were classified accord—| 
ing to their size. There were 596 stores with individual annual sales of less than 
#10,000, The average annual sales for this group amounted to $6,066, and total 
operating expenses were 49.7 per cent of sales. The sales of the remaining 1,732 
stoves amounted to $57,764,400 or an average of $34,351 per store. The total opera-— 
ting expenses of the stores in this larger group amounted to 24.0 per cent of sales. 
From Table 15 it will be seen that as stores increase in size (measured in terms 
of annual sales) the cost of operation (expressed as a percentage of sales) decrease; 
This is particularly true of such cost items as wages and rent. 


Tt will be noted that Table 15 shows total wage costs amounting to 15.7 
per cent of sales, whereas in Table 14 they are shown as amounting to 14.5 per cent 
of sales. The difference is due to the method of estimating the salaries of pro- 
prietors not appearing on the payroll. In Table 14 these were computed at the same 
rate as the average salary per full-time employee. In Table 15 the value of the 
services of those proprietors not appearing on the payroll was computed at the same 
rate as the average amount per proprietor for those reporting their earnings in the 
Same size class. 


porting details of their operating expenses, there were 2,258 independents as com- 
pared with 70 chain stores. The average annual sales of the independent stores 
amounted to$25,342 as compared with $59,391 for the chains. The total. operating 
expenses of the chain stores amounted to 24.2 per cent of sales as compared with 
25.0 per cent for the independents. The wage cost of chains amounted to 12.1 per 
cent of sales as compared with 15.9 per cent for independents. 


Commodity Sales--In 1930 the total sales of stores classified in the 
Census of Merchandising as "Retail Hardware" stores amounted to $70,891, 700. 
Hardware was also sold by stores assigned to other kind-of-business classifications, 
while retail hardware stores sold many commodities which were not strictly hardware 
items. The following is a list of some of the commodities sold by retail hardware 
stores in 1930 showing their percentages of the total sales. Separate figures are 
shown for hardware and for hardware and farm implement stores. 


oie hae 
Hardware Stores 


Building Materials: pencseccccsesccscsccee 6.0 
Builders’ and>cheifChsrdware ...idiemeesces Lesa’ ." y 
Carpenters! and Mechanics! Tools ....ecc. 423 
Other Hardware. ciate -GGleweld oto tee eee Cee 
Heating and Plumbing Equipment and 

WII OS) Feialeleeielcls Pineal. Oe wee oa ee 
Points, Varnishes, Lacquers, etc. ..%-.%>' 9.6 
POMGPOUTMESORNOS is less eles elale oa ek seule soe loo 
Radios and Radio Equipment cescscceercecoe LeD 
OU CeherrCommoditics w.iklicwtle ds ecemeas ee ee 


ee Sane 


Hardware and Farm Implement Stores 
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It has already been mentioned that sales of hardware stores and sales of 
hardware products are not synonomous. Hardware is sold in many types of retail out— 
lets in addition to the typical hardware store. Country general stores, variety 
stores, department stores and dealers in lumber and building materials all compete in 
the sale of these commodities. Commodity analysis shows that hardware items formed 
5 per cent of the total business of country general stores, 8.5 per cent of the sales 
of variety stores, 1.4 per cent of the sales of department stores and 2.8 per cent. 
of the sales of lumber and building material dealers. Total sales of hardware through 
all types of retail stores are estimated at $60,489,000 for 1930. 


The Trend of Retail Hardware Trade, 1926~—--The retail hardware trade has par- 
ticipated fully in the steady upward movement which has characterized retail trade as 
a whole since the spring of 1923. In 1936, the dollar value of the sales of retail 
hardware stores amounted to $53,972,000, an increase of 7.8 per cent over the pre- 
ceding year. This was considerably less than the sales of $70,891,700 recorded for 
1930, the first year for which complete information is available. The three years 
following 1930 witnessed successive percentage declines, sales in 1933 falling to 
$42,732,000. 


Trends by Provinces-—The decline in hardware store sales was general in 
Canada following 1920. In 1933 the Dominion index had fallen to 60.3 (1930=100) . 
Tadesrogesco,o7.6 in 1934, 70.6 in 1935, and 76.1 in 1936. The index for, Quebec 
fell to 57.4 in 1934 or slightly below that for Canada. Nor was recovery as rapid 
in Quebec as in Canada as a whole. In 1936 the Quebec index had only risen to 66.7 
as compared with 76.1 for the Dominion. On the other hand, the decline in Ontario 
was not as great as that of Canada , the index falling to 62.8 in 1933 and rising 
to 82.0 in 1936. Of the Prairie Provinces, Manitoba held up favourably while the 
indexes of Saskatchewan and Alberta fell below the Canadian level in 1933 and, like 
Quebec, were slow in recovering. In Table 16 the trend since 1930 is shown by 
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Accounts Outstanding--At the end of 1936, according to the information 
gathered from the retail hardware annual survey, the accounts outstanding in the trade | 
in Canada amounted to 21.4 per. cent.of ye total sales. The total estimated sales 
amounted to $53,972,000, of which amount $11,532,800 was outstanding. Prince Edward 
Island recorded the tadoote outstanding aceeuntel 65.4 per cent of the sales being 
"on the books" at the end of the year. Quebec hardware merchants apparently extended 
the Least credit or were most successful in collecting their accounts. At year end 
only 17.8 per cent of their sales was outstanding. 


Gross Margin--The gross margin for 1936 in the retail hardware trade calcu- 
lated from the reports of the firms covered in the Bureau's survey, amounted to 25.7 
per cent of sales as comvared with 25.2 in 1935. The following are the provincial 
gross margins for 1986s 


Gross Margin Percentages of Sales, 1956 
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Hardware Chain Stores--The development of the chain store type of operation 
has not been as marked in the hardware trade as it has been in the case of many other 
types. of stores. Chains, for census purposes, are considered as groups of four or. 
more stores, under the same ownership or management and carrying on the same kind of 
business.’ There were 13 hardware chains in Canada in 1936 with 69 stores and $4,768 oi 
400 sales, an amount which formed 1.2 per cent of the total chain store business and 
8.8 per cént of the total sales of all hardware stores. There has been a slight in- 
“erease in the proportion of ‘the hardware trade transacted by chain companies during 
the period, 1930 - 1926. Details are shown belows 


Retail Hardware Chain Stores 
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